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ACTION STR 

H PASS CODEL 

E.O. 11652: N/A 
TAGS: ETRD; MTN 

SUBJECT: MTN SUBGROUP ON SUBSIDIES/COUNTERVAILING DUTIES 
MEETING APRIL 5-6 

1 . SUMMARY: SUBGROUP ACCEPTED FOLLOW-UP WORK PROPOSED 
BY U.S. GATT SECRETARIAT WILL DRAW UP INVENTORY OF POSI- 
TIONS ON ALL MAJOR ISSUES BASED ON UPDATED NATIONAL SUB- 
MISSIONS BY MAY 17 AND/OR SECRETARIAT RESEARCH OF WRIT 
TEN MEMORANDA ON COUNTRY POSITIONS ON RECORD 

SINCE MTN LAUNCHED. NEXT MEETING TENTATIVELY SCHEDULED 
WEEK OF JULY 12 TO ASSESS ADEQUACY/ACCURACY OF SECRETARIAT 
PAPER. EXTENSIVE DISCUSSION ON SPECIAL AND DIFFER- 
ENTIAL TREATMENT FOR DEVELOPING COUNTRIES SPARKED BY U.S. 
COMMENTS ON INDIAN PROPOSAL WAS CONSIDERED BY DEVELOPING 
COUNTRIES AS BEGINNING OF USEFUL DIALOGUE ON ISSUES OF 
INTEREST TO THEM. U.S. STATEMENT ON TAX PRACTICES AGAIN 
EVOKED NO RESPONSE. END SUMMARY. 

2. AUSTRALIAN SUBMISSION ON AGRICULTURAL SUBSIDIES: 
AUSTRALIAN INTRODUCTION OF ITS PAPER (MTN/NTM/W/43) 

SPARKED MINOR PROCEDURAL SKIRMISH BUT WAS NOT PURSUED. 

EC (MEYNELL) AND JAPAN (UKAWA) SAID DISCUSSION OF AGRI- 
CULTURAL TOPICS SHOULD BE PURSUED IN GROUP AGRICULTURE. 
AUSTRALIA(RYAN) REPLIED SUBGROUP NON ESTABLISHED TO DEAL 
WITH ONLY INDUSTRIAL PRODUCTS, AND NOTED THAT WHEN A 
NEGOTIATING FRAMEWORK AND POSSIBLE SOLUTIONS EMERGE FROM 
SUBGROUP'S DELIBERATIONS THERE WILL BE ADEQUATE TIME FOR 
AGRICULTURAL EXPERTS TO EXAMINE THE AGRICULTURAL ASPECTS. 
U.S. (CULBERT) AND NEW ZEALAND (FALCONER) SUPPORTED 
GENERAL THRUST OF AUSTRALIAN SUBMISSION. CANADA (GREY) 

AND MEXICO (GARRIDO) CONSIDERED SUBMISSION USEFUL CON- 
TRIBUTION AND MERITED FURTHER DISCUSSION. 

3. REACTION TO U.S. CONCEPTS PROPOSAL: AUSTRALIA 
LIMITED OFFICIAL USE 
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STATED U.S. APPROACH AN EQUITABLE BASIS FOR A MULTI- 
LATERAL SOLUTION. AUSTRALIA NOTED U.S. PAPER APPARENTLY 
OVERLOOKED PRICE DEPRESSING EFFECT OF SUBSIDIES. NEW 
ZEALAND AGREED WITH AUSTRALIAN CONCEPT THAT WORK ON 
COUNTERMEASURES SHOULD PROCEED IN TANDEM WITH WORK ON 
SUBSIDIES. 

4. REACTIONS TO EC PROPOSAL: AUSTRALIA NOTED EC PRO- 
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POSAL TO ELABORATE INJURY CRITERIA WOULD MAKE IMPOSITION 
OF COUNTERMEASURES MORE DIFFICULT AND WAS NOT CONVINCED 
THAT INJURY TEST DESIRABLE OR NECESSARY IN ALL CIRCUM- 
STANCES. AUSTRALIA ALSO CITED LACK OF REFERENCE IN EC 
PROPOSAL TO PROVISION FOR COUNTERMEASURES AGAINST THIRD 
COUNTRY SUBSIDIZATION AS A DEFICIENCY. CANADA SAID IT 
WOULD BE PREMATURE TO BASE GROUP'S WORK ON EC DRAFT OF A 
CVD CODE. 

5. SPECIAL AND DIFFERENTIATED TREATMENT FOR DEVELOPING 
COUNTRIES: WHILE INDICATING THORGHTFUL NATURE OF INDIAN 
PROPOSAL (MTN/NTM/W/26/ADD.3) U.S. EXPRESSED DISAGREEMENT 
WITH UNLIMITED RIGHT OF DEVELOPING COUNTRIES TO GRANT 
SUBSIDIES. THE U.S. OBSERVED THAT SOME DEVELOPING 
COUNTRIES ARE ALREADY COMPETITIVE AND SUBSIDIES TO 
SUCH INDUSTRIES GO BEYOND EQUALIZATION OF COMPETI- 
TIVE CONDITIONS TO DETRIMENT OF OTHER COUNTRIES' PRO- 
DUCERS. INDIAN ARGUMENT THAT SUBSIDIES NECESSARY TO 
OFFSET IMPORT DUTIES CHARACTERIZED BY U.S. AS UNILAT- 
ERAL NEGATION OF IMPORTING COUNTRY'S TARIFF. U.S. BE- 
LIEVED THAT AGREEMENT TO RESTRICT DEVELOPED COUNTRY 
RIGHTS TO SUBSIDIZE WOULD REDUCE NEED FOR DEVELOPING 
COUNTRIES TO SUBSIDIZE AND SUGGESTED THAT NEUTRALIZING 
ECONOMIC DISTORTIONS SHOULD BE ACCOMPLISHED THROUGH SUB- 
SIDIES THAT DO NOT DIFFERENTIATE BETWEEN EXPORT AND 
DOMESTIC PRODUCTS. EC STATED THAT DISCUSSION OF S&D 
TREATMENT DIFFICULT WITHOUT POINT OF REFERENCE BUT NOTED 
SUBSIDIES OUTSIDE PROHIBITION OF GATT ARTICLE XVI:4 NOT 
CONSIDERED AS "WRONG" BY EC AND COULD BE USED BY DEVEL- 
OPING COUNTRIES. CONSIDERATIONS OF IMPACT OF COUNTER- 
MEASURES ON ECONOMIC OF DEVELOPING COUNTRY SUPPORTED BY 
EC, BUT EC WARNED THAT RENEGOTIATION OF GATT PROVISIONS 
HOLDS GRAVE DANGERS FOR DEVELOPING COUNTRY INTERESTS. 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 04 MTNGE 02685 01 OF 02 071838Z 

CANADA SUGGESTED MULTILATERAL SCRUTINY OF 
SUBSIDIES AND DEFINITION OF MATERIAL INJURY MIGHT TAKE 
CARE OF SPECIAL CONCERNS OF DEVELOPING COUNTRIES, BUT 
WAS WILLING TO LOOK AT NEED FOR SPECIAL RULES WHEN GENERAL 
RULES ARE DRAWN UP. 
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H PASS CODEL 

6. BRAZIL, INDIA, MEXICO AND ROMANIA DOUBTED PRACTI- 
CALITY OF OBJECTIVE CRITERIA FOR DETERMINING WHEN A 
PARTICULAR INDUSTRY BECOMES COMPETITIVE AND SHOULD 
RELINQUISH ITS SUBSIDIES, AND SUCH CRITERIA IN ANY 
EVENT WOULD STILL BE APPLIED UNILATERALLY AND SUBJEC- 
TIVELY; IN THEIR VIEW QUESTION OF COMPETITIVE 

NEEDS FOR SUBSIDIES SHOULD BE SOLE PREROGATIVE 
OF EXPORTING DEVELOPING COUNTRY. BRAZIL JOINED INDIA 
IN REITERATING POSITION THAT SUBSIDIES REPRESENT OTHER 
SIDE OF GSP COIN DESIGNED TO GIVE DEVELOPING COUNTREIS 
COMPETITIVE EDGE. BRAZIL, MEXICO AND INDIA DID NOT BE- 
LIEVE THAT GENERAL SOLUTIONS, SUCH AS DEFINITION OF 
MATERIAL INJURY WOULD MEET DEVELOPING COUNTRY CONCERNS, 

AND BRAZIL SUGGESTED S&D TREATMENT IN INJURY AREA BY 
HAVING STRICTER CRITERIA WITH REGARD TO DEVELOPING 
COUNTRY IMPORTS. RESPONDING TO ARGUMENT THAT SUBSIDIES 
INFRINGE ON SOVEREIGNTY OF TARIFFS, INDIA AND ROMANIA 
OBSERVED THAT A SIMILAR ARGUMENT COULD BE MADE WITH 
REGARD TO COUNTERVAILING DUTIES AND SUBSIDIES. 

7. MEXICO MADE LENGTHY STATEMENT OF ITS POSITION WHICH 
IS SIMILAR TO BRAZILIAN PROPOSAL WITH EXCEPTION THAT 
RIGHT OF DEVELOPING COUNTREIS TO SUBSIDIZE SHOULD BE 

ACKNOWLEDGED RATHER THAN TRYING TO DEVELOP POSITIVE LIST 
OF PERMITTED SUBSIDIES. MEXICO STATED THAT IT COULD USE 
EC OR U.S. PROPOSALS AS NEGOTIATING HYPOTHESIS WITH 
UNDERSTANDING THAT PROVISIONS FOR S&D TREATMENT FOR 
DEVELOPING COUNTRIES WOULD BE INCLUDED IN OPERATIVE 
PROVISIONS OF ANY RESULTING CODE. VENEZUELA ALSO 
INTRODUCED BRIEF WRITTEN SUBMISSION ON NEED FOR S&D 
FOR DEVELOPING COUNTRIES. CHAIRMAN'S SUMMING UP WILL 
NOTE THAT THERE IS WIDESPREAD RECOGNITION IN THE SUBGROUP 
THAT SUBSIDIES AND COUNTERVAILING DUTIES IS AN AREA WHERE SPECIAL 
AND DIFFERENTIATED TREATMENT FOR DEVELOPING COUNTRIES IS 
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BOTH FEASIBLE AND APPROPRIATE. 

8. TREATMENT OF TAXES: WITH REGARD TO CONSIDERATION OF 
TAXES AND SUBSIDIES CONTAINED IN INDIAN PROPOSAL, INDIA 
STATED THAT FOR ADMINISTRATIVE REASONS GRANTING OF SUB- 
SIDIES ON EXPORTS SIMPLER THAN REBATE OF CERTAIN INDIRECT 
TAXES. U.S. TOOK OPPORTUNITY TO REITERATE ITS CONCERN 
ABOUT IMPACT OF VARYING TAX PRACTICES ON INTERNATIONAL 
TRADE AND STATED THAT ANY EVENTUAL AGREEMENT ON SUBSI- 
DIES/COUNTERVAIL WILL HAVE TO DEAL WITH PROBLEM. AL- 
THOUGH U.S. HAD NO NEGOTIATING PROPOSAL AT PRESENT U.S. 
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NOTED ITS INTENTION TO RAISE ISSUE IN MORE DETAIL IN 
FUTURE. 

9. FUTURE WORK PROGRAM: U.S. DEL HAD MET BILATERALLY 
ON APRIL 2 WITH DELEGATIONS OF EC, IAPAN, CANADA, 

AUSTRALIA, AND BRAZIL TO GIVE THEM ADVANCE NOTICE OF 
U.S. PROPOSAL PER POSITION PAPER. SCENARIO FOR HANDLING 
ISSUE IN SUBGROUP ALSO WORKED OUT AMONG KEY DELS AT 
LUNCHEON IMMEDIATELY BEFORE OPENING MEETING. CANADA 
GOT BALL ROLLING BY SUGGESTING GATT SECRETARIAT DRAW 
UP A CHECK LIST SHOWING WHERE COUNTRIES STAND ON 
KEY ISSUES. U.S. ACKNOWLEDGED THAT BILATERAL DIS- 
CUSSIONS HAD CONFIRMED THAT BASIC POSITIONS REMAIN 
FAR APART, BUT ALSO NOTED SOME MEASURE OF PROGRESS 
ACHIEVED. U.S. THOUGHT MORE PROGRESS MIGHT BE MADE IF 
SUBGROUP BUILDS ON LIMITED AREAS OF BROAD AGREEMENT 
WITH USE OF SYSTEMATIC INVENTORY ON ALL MAJOR ISSUES. 

U.S. LISTED TOPICS U.S. WOULD WANT TO SEE COVERED (PER 
POSITION PAPER) AND INVITED SUGGESTIONS FOR ADDITIONAL 
TOPICS BY OTHER PARTICIPANTS. CANADA, EC AND JAPAN 
HAD SOME RESERVATIONS ABOUT PRECISE FORMULATIONS 
U.S. PUT FORWARD BUT DID NOT OBJECT TO BASIC IDEA OF 
AN INVENTORY AS POSSIBLE WAY TO HELP FOCUS FUTURE WORK. 
SUBGROUP AGREED TO HAVE SECRETARIAT DRAW UP A CHECKLIST 
OF POINTS MADE IN WRITING IN SUBSIDIES/COUNTERVAILING 
AREA SINCE BEGINNING OF TOKYO ROUND (SEPT 1973). DELE- 
GATIONS ARE INVITED TO MAKE NEW OR UPDATED SUBMISSIONS 
OF OWN VIEWS OR COMMENTING ON VIEWS OF OTHERS 
BY MAY 17, AND SECRETARIAT PAPER WOULD BE MADE AVAIL- 
ABLE BY JUNE 15. SUBGROUP TENTATIVELY SCHEDULED TO 
LIMITED OFFICIAL USE 
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HOLD BRIEF SESSION TO REVIEW CHECKLIST WEEK OF JULY 12. WALKER 
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